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MATHIS, RXGBS 2% PRATEPERI B.B.C. 
ATTORNEYS AT LAW 

500 &ULIN STREET, SUXTE S 
BHIBILBWILLB, KBE4TUCXY 40065 

E-WBIC: m~g@igPou.  corn 
August 22, 2007 

Beth OtDonnell, ~xecutive Director 
Kentucky Public service Commission C' 

213. Sower Blvd 
P . O .  Box 615 
Frankfort, KY 40602 A U G  8 2 2007 

Re: Surcharge Interim Options 

Dear Ms. O'DormelE: 

This office represents North Shelby Water Company ("North ShelbyN). 
North Shelby wishes to express its opinion regarding the three options: 

1. Nortb, Shelby supports Option XI under which the Commission would 
disregard Plbe Opinion and Order and continue to process interim 
rate ma.tters a.s it has for decades; 

2. W ~ r t h  Shelby opposes Option 2, under which the Commj.ssion would 
strictly apply Judge Shepherd's view that the Commissian Lacks 
any implied authority to process interim rate cases and 
therefore discontinue considera,tion of all such matters; 

3. North Shelby would only support Option 3 if the Commission 
rejects Option 1. Option 3 is for the Commission to continue to 
approve interim rate matters but make all such approval subject 
to future refund, by the utility. 

North Shelby has three wholesale water suppliers. Louisville Water 
Company (nLouisvj.J.lev) increases its rates every yeax, The Frankfort 
Electric and Water Plant Board (*FrankfortI1) and the SheEbpilfe 
Municipal Water ~e Sewer Commission ("Shelbyville") raise rates less 
frequently. During calendar year 2007, North Shelby has already received 
notice of rate iacrease~ by all three utilities, with those rate 
increases 8cheduEed to occur at widely varying times. North Shelby was 
d3.e to accept two of the three rate increases without significant 
Einaucial ham by utilizing the pass-through rate increase process. Nonth 
Shelby opposed Frankfort's rate increase and that increase has not yet 
occurred. 

X f  the Commission chooses any option other than Option 1, North 
Shelby will be forced to have at least one general rate increase case 
every year just to handle wEAoPesale water rate increases from Louisville. 
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Morth Shelby will also have to have a general rate increase each time 
Frankfort or Sbelbyville raises its rates unless those rate increases by 
chance happen, to become effective at the same time. This unacceptable 
result would subject North Shelby customers to the unacceptable expense 
of frequent gezl,eral rate increases. 

North Shelby would have to hixe additional staff to handle the 
additional administrative burden. Outside legal, engineering and 
accounting expenses would increase significantly. The Commission itself 
does not have sufficient staff to process such frequent general rate 
increase cases and Noxth Shelby would incur additional fees charged by 
the commission to support the additional overhead. 

In addition to pass-through rate increases based upon wholesale 
supp1.y prj,ce increases, North Shelby has numerous non-recurring charges 
which, are increased from time to time outside t h e  context of a general 
rate increase. Those include the meter installation fee (a/k/a tap-on 
fee), bad check fee, disconnect fee, reconnect fee, etc. Unless the 
Commission adopts Option 1, each of these would have to be the subject of 
a general rate increase case which is obviously not acceptable. 

Noxth Shelby wishes to emphasize to the Commission that the Opinion 
and Order is only the opinion of one judge. Furthermore, it is not final, 
ha,ving been appeal.ed. It flies in the face of decades of appellate court 
recognition of the Commission's inherent authority to allow interim rate 
increases outside the context of a general rate case. W e  are confident 
that Judge Shepherd's Opinion and Order will. be reversed upon appeal, and 
even if it i s  not, we are likewise confident that the General A~sembly 
will pass a statu,te during the 2008 general session, which will grant the 
Commission express authority for interim r a t e  reviews of the type 
discussed in this letter. 

Thank you vexy much, for your consideration of the opinions set forth 
in this letter. 

Pours Truly, 

MATHIS, RIGGS & PRATHER, B.S.C. 

Donald T. Pratb,er 

DTP /pm 
Enclosure 
C c :  Duncan LeCompte, President 

DarreLl Dees, Manager 
Sandy BrougRman, Engineer 

Dtp/wtr/newc/rate/pm ltr 


